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USEEC 

PASS AGRICULTURE ELECTRONICALLY 
PARIS ALSO FOR USOECD 
GENEVA ALSO FOR USMTN 

E.O. 11652: N/A 
TAGS: EAGR, EEC 

SUB J : EFFECTS OF NEW EUA CONVERSION RATE ON EC TOBACCO 
TARIFF 

REF (A) 78 BRUSSELS 161 : (B) 77 BRUSSELS 6408 

1 . COMMISSION OFFICIALS TELL US THAT MEMBER STATES STILL 
HAVE NOT BEEN ABLE TO AGREE ON APPLICATION OF THE NEW 
EUROPEAN UNIT OF ACCOUNT (EUA) TO THE CXT. THE ISSUE IS 
NOW BEING EXAMINED IN COREPER. THE OFFICIALS THOUGHT THAT, 
BECAUSE OF ITS COMPLEXITY, IT WOULD PROBABLY BE RESOLVED 
AT THAT LEVEL AND FORWARDED TO THE COUNCIL AS AN A-POINT. 
THEY WERE UNWILLING TO ESTIMATE WHEN RESOLUTION OF THIS 
LIMITED OFFICIAL USE 
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ISSUE MIGHT OCCUR BUT OPINED THAT CONSIDERABLE WORK STILT. 
HAD TO BE DONE BY COREPER. WHEN APPROVED, THEY FELT THAT 
ACTUAL APPLICATION OF THE EUA TO THE CXT WOULD NOT OCCUR 
UNTIL IANUARY 1, 1979 - POSSIBLY EVEN LATER. EUA RATES 
CALCULATED FOR OCTOBER 1, 1978 WILL PROBABLY BE USED FOR 
THE INITIAL APPLICATION. 
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2. AN OFFICIAL IN THE COMMISSION S TOBACCO SECTION TOLD 

US THAT SOME MEMBER STATES WERE CONCERNED ABOUT THE EFFECT 
OF EUA ADOPTION ON THEIR TOBACCO IMPORT COSTS; HE THOUGHT 
SPECIAL ARRANGEMENTS FOR THE APPLICATION OF THE EUA TO 
TOBACCO TARIFFS MIGHT BE POSSIBLE. HOWEVER, THE DG-VI 
OFFICIAL WITH OVERALL RESPONSIBILITY FOR THE ISSUE OF EUA 
APPLICATION TO THE CXT TOLD US THAT NO DEROGATIONS ARE 
FORESEEN EXCEPT FOR WINE AND CHEESE. IN THE CASE OF THESE 
PRODUCTS, THE GREEN RATES CURRENTLY USED IN APPLYING THE 
CXT WILL CONTINUE IN EFFECT. 

3. RECOMMENDATION: WE FEEL THAT MEMBER STATES AND THE 
COMMISSION SHOULD BE FULLY AWARE OF THE U.S. CONCERN IN 
THIS AREA BEFORE RESOLVING THIS ISSUE. CONSEQUENTLY, WE 
RECOMMEND THAT THE ADVERSE EFFECTS OF THE PROPOSED CHANGE 
IN EC RULES BE BROUGHT TO THE ATTENTION OF THE COMMISSION 
AND THE MEMBER STATES IN THE MANNER PREVIOUSLY SUGGESTED 
IN REF B. HINTON 
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